MEMORANDUM OF UNDERSTANDING
BY AND BETWEEN THE
FEDERAL HOUSING FINANCE BOARD
AND
THE UNITED STATES DEPARTMENT
OF HOUSING AND URBAN DEVELOPMENT
WHEREAS, this Memorandum of Understanding (MOU) establishes the framework for a

continued working relationship between the Federal Housing F inance Board (FHFB) and the
United States Department of Housing and Urban Development (HUD) in connection with the
financing of affordable housing projects using funds from both HUD’s Section 202 or 811
programs and t..e Federal Home Loan Banks’ (FHLBank) Affordable Housing Program (AHP),

regulated by the FHFB,;

WHEREAS, HUD and the FHFB recognize that they share mutual interests in ensuring that
the public interest is served by enabling funds from both the AHP and Section 202 or 811
programs to be used to finance eligible very low-income housing projects with supportive

services for the elderly and persons with disabilities (Property);

WHEREAS, HUD’s Section 202 program is authorized under Section 202 of the Housing
Act of 1959 (12 U.S.C. § 1701q), as amended by Section 801 of the National Affordable
Housing Act of 1990 (P.L. 101-625, 104 Stat. 4079, Nov. 28, 1990) (Section 202 program). The
purpose of the Section 202 program is to provide financial assistance to expand the supply of

housing with supportive services for the elderly. Capital advances (interest free) are made by



HUD to eligible single-purpose private, nonprofit owners to finance the development of rental

housing with supportive services for very low-income elderly persons, for a minimum of 40

~ years;

WHEREAS, HUD’s Section 811 program is authorized under Section §1 1 of the National
Affordable Housing Act of 1990 (P.L. 101-625, 104 Stat. 4079, Nov. 28, 1990) (42 U.S.C.
§ 8013) (Section 811 program). The purpose of the Section 811 program is to provide financial
assistance to expand the supply of housing with supportive services for persons with disabilities.
Capital advances (interest ﬁee) are made by HUD to eligible single-purpose nonprofit
organizations with a section 501(c)(3) tax exemption to finance the development of rental

housing with supportive services for very low-income persons with disabilities, for a minimum

of 40 years;

WHEREAS, the AHP is mandated by the Federal Home Loan Bank Act, as amended (12
U.S.C. § 1430(j)). Under the AHP, each of the twelve FHLBanks has established a program to
provide grants and advances (loans) at subsidized interest rates to FHLBank member financial
institutions to finance long-term, very-low-, and low- and moderate-income owner-occupied and
affordable rental housing. In the case of rental housing, AHP funds may be used to finance the
purchase, cémstruction or rehabilitation of rental housing, at least 20 percent of the units of which
will be occupied by and affordable for very low-income households for 15 years. The FHFB has

issued regulations implementing the AHP (12 C.F.R. part 960);



WHEREAS, HUD and the FHFB wish to encourage maximum and timely consultation
between HUD Multifamily Hubs and Multifamily Program Centers and the FHLBanks on
financing matters related to projects funded under the Section 202 or Section 811 programs, in

order to avoid needless delays in the financing of such projects;

WHEREAS, the FHLBanks provide AHP funds in the form of grants or loans to a member
lender (Lender) which, in turn, provides such funds (Loan) to the Borrower for the Property,
pursuant to the terms and conditions set forth in the Loan documents and the covenants of the

Lender’s AHP Application (AHP Covenants) approved by the FHLBank.
NOW, THEREFORE, in consideration of the mutual premises set forth herein, with respect
to projects to be financed with both AHP funds and HUD Section 202 or Section 811 program

capital advances, the parties hereby agree as follows:

1. Legal Documents

Pursuant to a Notice to be issued by HUD, HUD Multifamily Hubs or Multifamily Program
Centers will have delegated authority to approve requests from sponsors of such projects to use
AHP funds for subordinate financing, and the HUD capital advance financing documents and
AHP subordinate financing documents shall be approvable, on an expedited basis, by the
Multifamily Hub or Multifamily Program Center Director authorized to process Section 202 and
Section 811 projects, pursuant to the Notice, if the provisions identified in the following attached

Exhibits, or provisions similar in all material respects, are included in the relevant documents:



(a) Rider to Lender’s Deed of Trust [or Mortgage] (Exhibit A) -- HUD agrees that it will

indicate its approval by executing the attached Rider to Lender’s Deed of Trust [or Mortgaoe]
(Rider), and that the provisions of the Rider shall goverri and control over any conflicting

provisions in other HUD capital advance documentation required under the Section 202 or

Section 811 programs.

(b) HUD Capital Advance Agreement, Form HUD-90167-CA (9/92) (Exhibit B) -- The third

sentence of Paragraph 4(d) is revised by inserting at the end of the sentence: and where

subordinate financing was provided, for the purposes for which such financing was provided.”.

The second sentence of Paragraph 9 is revised by inserting “capital advance” after the word

(c) HUD Capital Advance Program Regulatory Agreement. Housing For The Elderly Or

Handicapped (Nonprofit). Form HUD-92466-CA (4/92) (HUD Regulator A oreement) (Exhibit

C) - Paragraph 17(a) is revised by inserting at the end of the sentence: “, ora defaultin a

subordinate mortgage as approved by HUD”.

With respect to Paragraph 14 of the HUD Regulatory Agreement, HUD agrees that it shall
consult with the appropriate FHLBank providing AHP subsidy prior to making the determination

of whether to consent to any litigation or other action pursuant to Paragraph 14.



Where it is required in the project financing documentation that HUD approval shall not be
unreasonably withheld, HUD agrees to consult with the appropriate FHLBank providing AHP

subsidy to a particular project in determining whether to provide such approval.

Where the documents are approvable as provided above, HUD waivers to use AHP
subordinate financing for projects also receiving financing under the Section 202 or Section 811

programs shall not be required.

For projects receiving AHP subordinate financing, HUD agrees to issue a Notice in

accordance with this MOU and the Exhibits attached hereto.

The FHFB agrees that the provisions identified in the above-referenced documents are

consistent with the FHFB’s AHP regulatory requirements. See 12 C.F.R. part 960.

2. HUD Monitoring Notice to FHIL.Banks

Where a project financed under the Section 202 or Section 811 program is transferred to
HUD or a designee of HUD, upon the request of the FHLBank providing AHP funds to such
project, HUD agrees to inform the FHLBank of any instances where tenant rents or incomes are
found to b;in noncompliance with the Section 202 or Section 811 program rent or income
requirements being monitored by HUD or where the project is not suitable for occupancy, taking

into account local health, safety and building codes.



3. Transfer of the Property or a Beneficial Interest in Borrower

In the event of a transfer of the Property to HUD, or to a transferee of HUD, by Borrower
(other than in the event of foreclosure), HUD or such transferee shall notify the FHLBank of its

intent to acquire Borrower’s interest in the Property, and HUD or such transferee shall assume

Borrower’s obligations under the AHP Covenants.

4. Default or Foreclosure and Payment From Residual Receipts

In the event of a default or a foreclosure on the Deed of Trust [or Mortgage] on the Property,
if the Loan secured thereby is not in compliance with the AHP Covenants and AHP Regulation
due to an act or omission of Borrower, which Borrower has failed to cure, and Lender has
declared all amounts due and payable, after providing ten days prior written notice to HUD and
Borrower, then, and pursuant to Paragraph 5(c) of the HUD Regulatory Agreement by and
between HUD and Borrower, HUD shall approve payments to be made by Borrower to Lender
from Residual Receipts (as such term is defined in Paragraph 17(g) of the HUD Regulatory
Agreement) of we Property, if and to the extent Residual Receipts are available as determined by
the HUD Multifamily Hub or Multifamily Program Center Director. As used in Paragraph

17(g)(1)(ii) of the HUD Regulatory Agreement, the term “obligations” shall not include any non-

HUD sources u{ financing.

5. Notice to HUD Multifamily Hubs and Multifamily Program Centers and FHI. Banks

HUD agrees to promptly advise all of its Multifamily Hubs and Multifamily Program Centers
of the provisions of this MOU, and the FHFB agrees to promptly advise all of the FHLBanks of

the provisions of this MOU.



COUNTERPARTS: EFFECTIVE DATE

This MOU may be executed in any number of counterparts, each of which shall constitute an
original, and all of which, when taken together, shall constitute one and the same instrument and

the entirety of the agreement.

This MOU shall be effective on the date of the last signature hereto.
IN WITNESS WHEREOF, HUD and the FHFB have executed this MOU as follows:

THE UNITED STATES DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT

By: U/,{Qﬁum(@/w\

ASsistant Secretary For Hou$inz--
Federal Housing Commissioner

Date: M(q, [QQCL

FEDERAL HOUSING FINANCE BOARD

B;‘%Dm\/v A MWV\MCQ/(

Chairman

Date: March 24, 1999




Exhibit A

Loan No.

RIDER TO LENDER’S DEED OF TRUST [or MORTGAGE]

For value received, the undersigned all agree that the following provisions shall be
incorporated into that certain deed of trust [or mortgage] (“Deed of Trust” [or “Mortgage™]) of
even date executed by (“Borrower”), in favor of (“Lender” or
“Beneficiary”), as Beneficiary, to which Deed of Trust [or Mortgage] this Rider is attached, as
well as the promissory note which said Deed of Trust [or Mortgage] secures (the “Note”). In
addition, and to the extent that this Rider, and, consequently the Deed of Trust [or Mortgage],
affect the rights and responsibilities of the United States Department of Housing and Urban
Development (“HUD”) under the HUD Section 202 Supportive Housing for the Elderly program
(12 U.S.C. § 1701q) (“Section 202 program”), or the HUD Section 811 Supportive Housing for
Persons with Disabilities program (42 U.S.C. § 8013 ) (“Section 811 program”), HUD agrees to
have a duly authorized official approve this document by execution on the signature line set forth
below. To the extent that the provisions of this Rider are inconsistent with the provisions of the
Note, Deed of Trust [or Mortgage], or any other HUD capital advance documentation, including
but not limited to Paragraph 21 of the HUD Capital Advance Program Regulatory Agreement
(“HUD Regulatory Agreement”), required to be executed pursuant to the HUD Section 202 or
Section 811 programs, the provisions of this Rider shall prevail and shall supersede any such
inconsistent provisions of the Note, Deed of Trust [or Mortgage], or HUD capital advance
documentation.

1. Transfer of the Property or a Beneficial Interest in Borrower. With respect to [insert: number
of Paragraph in this Deed of Trust [or Mortgage] pertaining to the acceleration of payment in the
event of the sale or transfer of all or any part of the Property, or any interest therein] of this Deed
of Trust [or Mortgage], such Paragraph is amended as follows:

a. Excluded from the provisions of this Paragraph shall be a transfer to HUD or to a
transferee of HUD, provided that in the event of such transfer by Borrower (other than in the
event of foreclosure), HUD or such transferee notifies Lender of its intent to acquire
Borrower’s interest in the subject Property, and HUD or such transferee expressly agrees to
assume Borrower’s obligations under the Loan documents, including compliance with the
Affordable Housing Program (“AHP”’) Covenants.

b. This Deed of Trust [or Mortgage] is subordinate to a first Deed of Trust made by Trustor
in favor of the Secretary of HUD (“Secretary”) to be recorded securing a Capital Advance
made by the Secretary pursuant to [Insert: the Section 202 program, or Insert: the Section 811
program, as applicable,] (“HUD Deed of Trust”), and to a HUD Regulatory Agreement and
HUD Capital Advance Program Use Agreement (“HUD Use Agreement”) between Trustor



Exhibit A

and the Secretary, and to [Insert any other agreements applicable to, or required by, other
priority lienholders] with respect to the Property referred to herein.

c¢. During the period the HUD Deed of Trust, HUD Regulatory Agreement and HUD Use
Agreement are in effect, except as otherwise provided in this Rider, no default under this
Deed of Trust [or Mortgage] may be declared without prior written approval of the Secretary,
as applicable including, but not limited to, Lender's rights in the event of Borrower’s default
set forth in [Insert number(s) of Paragraph(s) in this Deed of Trust [or Mortgage] pertaining
to acceleration of payment in the event of Borrower’s default] of this Deed of Trust [or
Mortgage] (which approval shall not be unreasonably withheld).

d. In the event that during the period the HUD Deed of Trust, HUD Regulatory Agreement
and HUD Use Agreement are in effect, the Secretary acquires title to the Property by
foreclosure, the lien of this Deed of Trust [or Mortgage] shall automatically terminate.

e. In the event Borrower defaults under the HUD Deed of Trust, HUD Regulatory
Agreement or HUD Use Agreement, HUD shall give written notice thereof to Lender at the
following address: [Insert Lender’s address]. The notice shall specify the nature of the
violation and the agreement violated.

£ This Deed of Trust [or Mortgage] shall not be modified during the period the HUD Deed
of Trust, HUD Regulatory Agreement, HUD Use Agreement, or [Insert applicable
agreements of other subordinate financing sources, including the Federal Home Loan Bank
of ] are in effect without the prior written approval of the Secretary, and the [Insert any
other subordinate sources other than the Federal Home Loan Bank of ] or the
Federal Home Loan Bank of ___, as applicable.

g. During the period the HUD Deed of Trust, HUD Regulatory Agreement and HUD Use
Agreement are in effect, in the event of any conflict between any provisions of this Deed of
Trust [or Mortgage] and [Insert: 12 U.S.C. § 1701q (if a Section 202 program); or Insert:
42 U.S.C. § 8013 (if a Section 811 program)], HUD regulations, or the HUD Regulatory
Agreement, this Deed of Trust [or Mortgage] shall be deemed amended to comply with said
statute, HUD regulations and HUD Regulatory Agreement, except as follows:

(i) Notwithstanding any term or condition to the contrary in this Rider, neither Lender
nor Trustee shall declare a default hereunder, or foreclose this Deed of Trust [or
Mortgage], either by judicial action or under the power of sale herein granted, without the
prior written approval of the Secretary (which approval shall not be unreasonably
withheld) for so long as the HUD Capital Advance evidenced by a first deed of trust
remains outstanding; provided, however, that in the event the Loan secured hereby is not
used in compliance with the AHP Application or the AHP Covenants, due to an action or
omission of Borrower, which Borrower has failed to cure, then Lender may, after ten (10)
days prior written notice to HUD and Borrower, declare all amounts due hereunder due
and payable. In such event, and pursuant to Paragraph 5(c) of the HUD Regulatory
Agreement by and between HUD and Borrower, dated , HUD shall approve
payments to be made by Borrower to Lender from Residual Receipts (as such term is
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defined in Paragraph 17(g) of the HUD Regulatory Agreement) of the Project, if and to
the extent Residual Receipts are available as determined by the HUD Multifamily Hub or
Multifamily Program Center Director. As used in Paragraph 17(g)(1)(i1) of the HUD
Regulatory Agreement, the term “obligations” shall not include any non-HUD sources of

financing.

(ii) Borrower shall comply with the AHP Covenants and all other requirements of the
Federal Home Loan Bank of __and the Federal Housing Finance Board relating to the
AHP, and shall also comply with the requirements of HUD with respect to the
development and operation of the Project. Notwithstanding Borrower’s compliance with
the requirements of HUD, in the event that Borrower’s acts or omissions result in
noncompliance with the AHP Application or the AHP Covenants, then Borrower shall, to
the extent possible, eliminate the circumstances of noncompliance by requesting a
modification of the terms of the AHP Application pursuant to 12 C.F.R. §§ 960.7 or
960.9, as applicable. If the circumstances of any noncompliance by Borrower with the
AHP Application or the AHP Covenants cannot be, or are not, eliminated by a
modification or cured within a reasonable period of time, then the provisions hereof,
including notice of noncompliance and repayment of the Loan secured by this Deed of
Trust [or Mortgage], shall apply. All capitalized terms used in this Paragraph ___ and
not defined in this Rider or the Note shall be as defined in the [Insert name of Federal
Home Loan Bank of ___ Subsidy Agreement] by and among the Federal Home Loan
Bank of , Lender and Borrower, dated .

h. Approval by the Secretary of a Transfer of Physical Assets (“TPA”) of the Project
referred to in the Note secured by this Deed of Trust [or Mortgage] shall constitute approval
of the TPA by Lender, provided that prior written notice of the TPA is given to Lender and
the transferee expressly assumes all of Borrower’s obligations under the Loan documents and

AHP Covenants.

2. Retention Agreement. Borrower agrees as follows:

(i) The Property’s rental units, or applicable portion thereof, must remain occupied by and
affordable for households with incomes at or below the levels committed to be served in the
AHP Application for the duration of the retention period (as defined in the AHP Covenants).

(ii) Lender will be given notice of any transfer or refinancing of the Property occurring prior
to the end of the retention period.

(i) In the case of a transfer or refinancing of the Property prior to the end of the retention
period, an amount equal to the Loan Amount shall be repaid to the Federal Home Loan Bank of
___, unless the Property continues to be subject to a deed restriction or other legally enforceable
retention agreement or mechanism incorporating the income-eligibility and affordability
restrictions committed to in the AHP Application for the duration of the retention period.

(iv) The income-eligibility and affordability restrictions applicable to the Property pursuant
to the AHP Covenants terminate after any foreclosure.
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IN WITNESS WHEREOF, Borrower and Lender (and HUD by indicating its approval) have

executed this Rider as follows:

Approved:

[Insert: NAME OF BORROWER]

By:

Its:

Date:

[Insert: NAME OF LENDER]

By:

Its:

Date:

UNITED STATES DEPARTMENT OF
HOUSING AND URBAN
DEVELOPMENT

By:

Its:

Date:
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¢ Under Section 202 of the Housing Act of 1959 or

U.S. Department of Housing
and Urban Development
Ottice of Housing

Federal Housing Commissianer

- g oamepiADAl DB
Capital Advance

. Agreement

Section 811 of the National Affordable Housing Act

Public Reporting Burden for this collecton of information is estmated to average 2 hours per response, including the ime far reviewing instrucaens. searching existing
datasources, gameiing and maintaining the data needed, and completing and reviewing the collection of information. Send comments regarding this burden estmate
or any other aspect of this collzction of information, including suggestions for reducing this burden, to the Reports Managument Officer, Office of Information Policies
and Systems, U.S. Departmcat of Housing and Urban Development, Washington, D.C. 20410-3600 and to the Office of Management and Budget. Paperwark

OMB Approval No 25020470 (exp 1231 83)

Reduction Project (2502-0470), Washington, D.C. 20503. Do not send this completed form to either of these addresses.

[[] section 202 [] Section 811

This Agreement, made the
Secretary of Housing and Urban Development (hereinafter called "HUD™) and
anonprofit corporation organized and existing under and by virtue of the laws of the State of

day of

.19 . by and between the United States of America.

called the “Owner™).
":‘Whereas, the Owner has made application for a capital advance to assist in financing a rental housing project to house D elderly persoas or

persons with disabilities (hereinafier called the “Project™) in accordance with the provisions of Section 202 ~f the Housing Actof 1959 (12 U.S.C. 1701q)

(hereinafter called “Section 202™) or Section 811 of the National Affordable Housing Act (42 U.S.C. 8013) (hereinafter called “Section 811 ) and the

appropriate regulations.

Whereas, the Project will be located at

(heretnafter

Now, Therefore, in consideration of the mutual promises hereinafter set
forth and of the valuable considerations, the parties hereto do covenant and

chitect™), the Contractor and the Contractor’s Surety.

agree as follows: 3. Changesin the Drawings and Specifications. or changes by altering or

adding to the working contemplated. or orders for extra work have the

1. HUD. subject to the terms of this Agreement, will make a capital prior written approval of the Architect and HUD under such conditions

advance to the Owner, to be advanced as hereinafter provided. in an as HUD may establish.
amount - not to exceed N )
4. (a) The Owner shall make monthly applications on Form Number

HUD-92403-CA for portions of the capital advances by HUD. Such

Dollars applications for construction items shall be foramounts equal to (i) the

(s ). The amount of the capital total value of classes of the work acceptably completed; plus (i) the

tJ

advance may not exceed the total estimated development cost of the
project (as determined by HUD), less the incremental development
costassociated with excess amenities and design features to be paid for
by the Sponsor. The capital advarce shall bear no interest and is not
required to be repaid so long as the housing remains available to
cligible very low income houscholds for a period of 40 years and in
accordance with Section 202 or Section 811. The capital advance shall
be secured by a

(hereinafter called the “Mortgage™) on the property described in
Exhibit"A." For Section 202 projects, structures (existing housing and
related facilities) without rehabilitation may only be acquired from the
Resolution Trust Corporation under Section 21A(c) of the Federal
Home Loan Bank Act. Section 811 projects may be acquired from the
Resolution Trust Corporation or other sources. The Mortgage shall
constitute a valid first lien on said property and the improvements to
be erected thereon and the only lien thereon except for liens for taxes
and assessments not yet payable and other liens acceptable to HUD.
The _Owncr shall execute or cause to be executed a Use Agreement
restricting use of the project to rental housing for eligible households
as approved by HUD for a 40-year period.

The ancr shall/complclc on the aforesaid project in accordance with
drawings and specifications filed with and approved by HUD and
designated

Project Number .dated

Such drawings and specifications, which include "General Conditions

-of the Contract for Construction™ except for all paragraphs conceming

arbitration (443, 432, 4.3.4, 444, 45, 83.1, 10.1.2. 11.39,
11.3.10) (AIA Document A201) and *Supplementary Conditions of
the Contract for Construction”™ (HUD Form No. 2554) as amended.
have been identified by the Owner. the Design Architect. the Architect
administering the Construction Contract (hereinafter called the “Ar-

value of materials and equipment not incorporated in the work. but
delivered to and suitably stored at the site; less (iii) 10 percent
(holdback) and less prior disbursements. The “values™ of both (i) and
(i) shall be computed in accordance with the amounts assigned (o
classes of the work in the “Contractor’s and/or Mortgagor's Cost
Breakdown.™ attached here'~ 2s Exhibit “B™" and made a part hereof.
Each application shall be filed at least days before the date
desired. and the owner shall be entitled thereon only to such amount
as may be approved by HUD.

(b) Upon completion of the improvements, including all landscape
requirements and off-site utilitics and strects. the Owner shall fumish
HUD satisfactory evidence that all work requiring inspection by
municipal and other governmental authorities having jurisdiction has
been duly inspected and 2rrroved by such authorities and by the rating
or inspection organization, bureau, association or office have jurisdic-
tion; and that all requisite certificates of occupancy and other approv-
als have been issued. The balance due the Owner hereunder shall be
payable at such time after completion as HUD releases the holdback.
after the expiration of any period which mechanics and materialmen
may have for filing liens.

(c) The Owner agrees that any funds required for the completion of
the project over and above the amount of the capital advance shall be
deposited in the Construction Account prior to disbursement of
proceeds of the capital advances.

- {d) ,The Owner covenants that it will deposit the proceeds of the

capital advance and the additional funds to be furnished by the Owner
in order to assure the payment of all Project costs into separate interest
bearing account(s) called the “Construction Account” established by
it in depository or depositories which are members of the Federal
Depesit Insurance Corporation, Savings Association Insurance Fund.
or Natonal Credit Union Share Insurance Fund. Any portion of the
caputal advance not insured by a Federal insurance organization shall
be fully (100%) and continucusly collaterialized with specific and
Wentfiable U.S. Governmentor Agency securities prescribed by HUD

Page 1 0t3
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hich such

. dna_wnere suocorairnate financing was provided, for the purposes for waicn such =

-

and"as sct forth in the General Depository Agreement prescribed by
HUD. Moneys in the Construction Account shall be expended only for
the purposes for which capital advance funds were requested and
approved* The same requirements shall be applicable 1o any escrow
deposit agreements required by HUD.
te) The Owner agrees that the capital advance shall at all times
remaininbalance. HUD shall, in accordance with the provisionsof this
~ Agreement. continue to provide to the Owner funds from the capital
~advance as long as the
Owner is not in default hereunder or under the Note or Mortgage. The
capital advance deemed to be in balance only when the undistributed
capital advance (after provision for reserve. fees, expenses and other
deposits required by HUD) equal or exceed the amount necessary
(based on HUD's estimate of the cost of construction (including
rehabilitation)) to pay for all work completed and all materials
delivered. for which payment has not been made, and the cost of
completing construction of the project in accordance with the Draw-
ings and Specifications.
(D Owners which incur actual development costs that are less than
the amount of the capital advance may be entitled to retain 50 percent
of the savings in the replacement reserve account. Such percentage
shall be increased to 75 percent for owners which add energy effi-
ciency features which exceed the energy efficiency standards promul-
gated by the Secretary in accordance with section 109 of the National
Affordable Housing Act; substantially reduce the life-cycle cost of the
housing: reduce gross rent requirements and enhance tenant comfort
and convenience. These funds shall be used only for the specified
purposes of the replacement reserve or for such other purposes as
determined by the Secretary. Even though an Owner does not qualify
to share in the savings, funds remaining in the project contingency
after cost certification shall be placed in the replacement reserve
account.
- HUD shall provide capital advance fund. to the Owner for the charges
or items enumerated below, but only to the extent that such charges
have accrued and the owner is otherwise eatitled to payment on
“account of such items: ‘

(a) Real Estate taxes during development = §
(b) Insurance during development : S
(¢} Preliminary expense (including )S
{d) Land and rights-of-way ° S
{e) Architect/Engineering services S
(N Legal expenses including title and

recording expenses s
@ Admini#trative éxpensés' s
(h) ’ s
(i) R s

- The Owner shall cause either this instrument or the construction
contract under which the improvements are to be erected to be filed in
the public records. if the effect thereof will be to relieve the mortgaged
property from mechanics” and materialmen’s Lieris. Before any dis-
bursement of capital advarice funds hereunder, HUD may require the
Owner to“obtain from the contractor and all subcontractors and
materialmen ‘dealing directly “with the "principal contractor, ac-
knowledgements of payment on and release of lien down to the date
covered by the last disbursement, and concurrently with the final
payment for the entire project. Such acknowledgements and release
shall be in the form required by local lien laws and shall cover all work
done. labor performed and materials (including equipment and fix-
tures) furnished for the project.

- The Owner shall, as a condition precedent to the first disbursement
hereunder, furnish HUD with a certified, current survey of the mort-
8aged property and a mortgagee's title policy (or other evidence of
title) in form., substance and amount satisfactory to HUD. Said policy
shall be extended 50 as to cover each and every disbursement of said
capital advance ‘at the time of payment thereof and shall show no
mechanics’ or materialmen's liens against the mortgaged property.

capital advance remains in balance and the

8.

9.

) . provided.
The Owner agrees that said project shall be constructed strctly in
accordance with all applicable ordinances and statutes. and in accor-
dance with the requirements of all regulatory authorities, and any
rating or inspection organization, bureau, association or office having
Jurisdiction. The Owner further agrees that said project shall be
constructed entirely on the aforesaid property and will not encroach
upon any easement or right-of-way, or the land of others; and that the
buildings when erected shall be wholly within the building restriction
lines, however established and will not violate applicable use or other
restrictions contained in prior conveyances, zoning ordinances or
regulations. The Owner shall furnish from time to time such evidence
with respect thereto as may be required by HUD, and, upon completion
of construction, shall furnish a survey, certified by a registered
surveyor, which shows the project to be entirely on said property and
to be frec from any such violations.

Ifthe Owner at any time priorto the completion of the projectabandons
the same or ceases work thereon for a period of more than 20 days or
fails to complete the erection of the project strictly in accordance with
the Drawings and Specifications, or makes changes in the Drawings
and Specifications without first securing the written approval required
by paragraph 3 hereof, or otherwise fails to comply with the terms
hereof, any such failures shall be a default hereunder. and HUD. at its
option, may terminate this Agreement. If HUD so elects to terminate
this Agreement, itmay use and apply any¥funds deposited within by the
Owner, regardless of the purpose for which such funds were deposited,
in such manner and for such purposes atit may prescribe. IFHUD elects
not to terminate this Agreement, it may enter into possession of the
premises and perform any and all work and labor necessary to
complete the improvements substantially according to the Drawings
and Specifications, and employ watchmen to protect the premises
from injury. All sums so expended by HUD shall be deemed to have
been paid to the Owner and secured by the Mortgage. For this purpose.
the Owner hereby constitutes and appoints HUD its true and lawful
attorney-in-fact, with full power of substitution on the premises, to
complete the project in the name of the Owner. The Owner hereby
empowers said attorney as follows: (a) To use any funds of the Owner.
including any balance which may be held in escrow and any funds
which may remain disbursed hereunder for the purpose of completing
the project in the manner called forin the Drawings and Specifications;
(b) to make such additions, changes and corrections in the Drawin gs
and Specifications as shall be necessary or desirable to complete the
projectin substantially the manner contemplated by the Drawings and
Specifications; (c) to employ such contractors. subcontractors, agents,
architects and inspectors as shall be required for said purposes; (d) to
pay, settle or compromise all existing bills and claims which may be
liens against the mortgaged property, or as may be necessary or
desirable for the completion of the project, or for clearance of title; (e)

- to execute all applications and certificates in the name of the Owner

10.

which may be required by any of the contract documents; N to
prosecute and defend all actions or proceedings in connection with the
mortgaged premises or the construction of the project and to take such
action and required such performance as he deems necessary under the
accepted guaranty of completion; (g) to do any and every act which the
Owner might do in its own behalf. It is further understood and agreed
that this power of attorney, which shall be desmed to be a power
coupled with an interest, cannot berevoked. The Owner hereby assigns
and quitclaims to HUD all sums undisbursed under the Mortgage and
all sums in escrow conditioned upon the use of said sums for the
completion of the project, such assignment to become effective only
in case of the Owners default. ‘ ‘

The Owner shall provide or cause to be provided workmen’s compen-
sation insurance and public liability and other insurance required by
applicable law or by the general conditjons included in the Specifica-
tions. The Owner further agrees to purchase and maintain fire insur-
ance and extended coverage on the mortgaged property. All such
policies shall be issued by companies approved by HUD and shall be
1 form and amounts satisfactory to HUD. Such policies shall be
¢ndorsed with standard mortgagee clauses making loss payable to
HUD or us assigns; and may be endorsed to make loss during

Page 2ot 3

form HUD-30167-CA

*capital advance




13.
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-

construction payable to the Contractor, as interest may appear. Cer-
tified duplicates of such policies shall be deposited with HUD.

. HUD and its agents shall. at all times during construction, have the

right of entry and free access to the project and the right to inspect all
work done, afl materials, equipment and fixtures furnished, installed
orstored in and about the project, and to inspect all books, subcontracts
and records of the Owner.

. The Owner shall execute and deliver to HUD, prior to final closing, a

security agreement and {in..icing statement, or other similar instru-
ment. covering all property of any kind whatsoever purchased with the
capital advance and concerning which there may be any doubt as to
such property's being subject to the lien of the Mortgage under the laws
of the State in which the project is situated.

The Ownershall furnish to HUD assurance of completion of the project
in the form specified in the applicable Regulations in effect on the date
of this Agreement. Such assurance of completion shall run to HUD as
obligee.

(a) The Owner understands that the wages to be paid laborers and
mechanics employed in the construction of housing assisted under
Section 202 and consisting of 12 or more units or housing assisted
under Section 811 and designated for dwelling use by 12 or more
persons with disabilities required by the provisions of Section
202(j)(5) of the Housing Act of 1959, as amended and Section 811
(j)(6) of the National Affordable Housing Act to be not less than the
prevailing wage rates for comresponding classes of laborers and
mechanics employed on a construction of a similar character in the
locality in which the work is to be performed, as determined by the
Secretary of Labor with respect to this project. The Owner hereby
states that it has read the aforesaid determination by the Secretary of
Labor and is fully familiar with the same.

{b) The Owner shall. as a condition precedent to any advance
hereunder. submit to HUD (i) with each application for advance prior
to the final application. certifications. in form approved by HUD. that
allh%borcrs and mechanics employed in the construction of the project
whose work is covered by that or any previous application and who
have been paid in whole or in part of account of said employment, have
been paid at rates not less than the said prevailing wage rate, if
applicable. and (ii) with the final application for advance. certifica-
tions. in form satisfactory to HUD. that the project has been fully
constructed in accordance ... the provisions of this agreement and
that all laborers and mechanics employed in the construction of the
completed project have been paid not less than the said prevailing wage
rates, if applicable. The Secretary's prevailing wage determination
shall be construed to include every amendment to or modification of
the determination which may be made prior to the beginning of
construction.

(c} The Owner agrees that should any portion of the capital advance
hereunder be ineligible for disbursement by reason of (i) the nonpay-
ment of the prevailing wage rates. or (ii) violation of any of the
applicable labor standards provisions of the Regulations of the Secre-
tary of Labor, HUD may withhold from the Owner such amounts

15.

16.

17.

18.

19.

pavable to the Owner hereunder until the Owner establishes to the
satisfaction of HUD that all laborers and mechanics or other persons
employed in the construction of the project have been paid the
applicable wages rates and that such violation of the said Labor
Standards provisions no longer exists. The written statement by HUD
declining to make available any portion of the capital advance hereun-
der by reason of such nonpayment or violation shall be desmed
conclusive proof that such amounts are ineligible for disbursement.

{d) The Owner shall insert the labor standards provisions of the
aforesaid Supplementary Conditions of the Contract for Construction
inany contract, if applicable (see paragraph 14(a) above) made by him
for the construction of the project, or any part thereof, and shall require
the Contractor to insert similar provisions in each subcontract relating
to the construction of the projess.

The Owner shall furnish such records, papers and documents relating
to the project as HUD may reasonably require from tume to time.

The Owner shall not transfer. assign or pledge any right or interest in.
or title to, any capital advance funds deposited in the Construction
Account without the approval of HUD.

Prior to the disbursement of any portion of the capital advance. the
Owner shall present evidence satisfactory to HUD that it is able to
finance from other than capital advance funds or Project revenues the
applicable minimum capital investment required under the Regula-
tions.

The Owner covenants and agrees that it will attempt to obtain and
maintain in effect exemption of the Project from State and local real
and personal property taxes.

The Owner shall, on or before substantial completion of the Project.
provide from sources other than the capital advance hereunder. if
necessary. and from sources and in 2 manner which will not jeopardize
the security for the capital advance, the furnishings and movable
equipment necessary to the full enjoyment of the use and occupancy
of the Project.

Prior to the disbursement of any portion of the capital advance the
Owner shall obtain from the Internal Revenue Service a tax exemption
ruling under Section 501(c)(3) or 501(c)(4) of the Internal Revenue
Code if it is a nonprofit organization or is organized in the Commen-
wealth of Puerto Rico and exempt from income taxation under Puerto
Ricolaw,oraconsumer cooperative that is tax exemptunder State law,
has never been liable for payment of Federal income taxes. and does
not pay patronage dividends, may be exempt from the requirement set
out in the previous sentence if they are not eligible for tax exemption.

. No member of or delegate to the Congress of the United States shail

be admitted to any share or part of this Agreement or to any benefit
arising therefrom.

. By execution of this Agreement the Owner represents that it has not

paid. and. also, agrees not to pay, any bonus. commission. or {ee for
the purpose of obtaining an appraval of its application for the capital
advance hereunder. ’

(Seal)
Attest

{Name of Owner)

(Signature & Date

Date

Secrelary

By: President

UNITED STATES OF AMERICA

Secretary of Housing and Urban Development

By
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EXHIBIT C

Capital Advance Program
Regulatory Agreement
Housing for the Elderly or Handicapped (Nonprofit)

Section 202 of the Housing Act of 1959 or Section 811 of
the National Affordable Housing Act.

U.S. Department of Housling
and Urban Development
Otfice of Housing

Federal Housing Commissioner

This agreement entered into this day of ‘ 19 , between
whose address

hereinafter called Mortgagor, and the undersigned Secretary of Housing and Urban development hereinafter called HUD.

amount which the Mortgagormay expend from funds obtained
from some other source than project revenues or other funds
required of the Mortgagor pursuant to this Agresment or the
Capital Advance Agreement.

1n consideration of the making of the capital advance by HUD and
the disbursement of any part thereof, and in order to comply with
the requirements of the Housing Act 0f 1959 or National Affordable
Housing Act of 1990 and the Regulations adopted by the Secretary
pursuant thereto, the Mortgagor agrees for itself, its successors and
assigns, and any owner of the mortgaged property, that in connec-
tion with the mortgaged property and the project operated thereon
and so long as the capital advance is outstanding:

4. As security for the Capital Advance for the required paymenis
under this Agreement into the reserve fund for replacements.
and for all other obligations of the Mortgagor under this
Agreement, the Mortgagor hereby assigns, pledges and mor-

1. The Note and Mortgage bear no interest and repayment is not gages to HUD all its rights to the income and charges of

required so long as the housing remains available for very low-
income elderly persons or very low-income persons with
disabilities (whichever is applicable).

. Mortgagor will establish and maintain a special fund to be
known as the revenue fund account in a bank which is a
member of the Federal Deposit Insurance Corporation, Sav-
ings Association Insurance Fund, or the National Credit Union
Share Insurance Fund, into which will be deposited all rentals,
charges, income and revenue arising from the operation or
ownership of the project. The bank in which this account is
established shall provide collateral acceptable to HUD to equal
the maximum amount in the account at any one time when such
amount excesds SI100,000. If the bank will not provide
appropriate collateral in such instances, the Mortgagor will be
required to establish accounts in two or more banks so that the
total amount on deposit at any time does not exceed $100,000
inany one bank. Expenditures shall be made from the revenue
fund account only in accordance with the operating budget
submitted to and approved by HUD.

. Notlaterthan 30days prior to the beginning of each fiscal year,
the Mortgagor shall submit an operating budget for that fiscal
yearto HUD. The budget shall include all necessary operating
expenses, current maintenance charges, expenses of reason-
able upkeep and repairs, taxes and special assessment levies.
prorated amounts required for insurance and all other expenses
incident to the operation of the project; and shall show the
expected revenue to pay such expenses, including reserve fund
deposits. The expenses incurred and disbursements shall not
exceed the reasonable and necessary amount thereof, and the
Mortgagor will not expend any amount or incur any obliga-
tions in excess of the amounts approved in the annual operating
budget except upon written certification by the Mortgagor to
HUD that suchexpenses were unanticipated and are necessary
and provided further, that nothing in this section shall limit the

whatever sort which it may receive or be enttled to receive
from the operation of the mortgaged property, subject, how-
ever, to any assignment of rents or project income in the
Mortgage referred to herein. Until a default occurs under this
Agreement, however, permission is granted to Mortgagor to
collect and retain under the provisions of this Agreement such
rents, income, operating surplus and charges, but upon default
this permission is terminated, as to al rents, income, operating
surplus and charges due or collected thereafter.

5. (a) Mortgagor will establish and maintain a reserve fund for

replacements in a separate account in a bank which is
insured by the Federal Deposit Insurance Corporation.
Savings Association Insurance Fund. or the National
Credit Union Share Insurance Fund. Concurrently with
the effective commencement of rental assistance pav-
ments under the Project Rental Assistance Contract, ths
Mortgagor will deposit an amount equal to S
permonth unless adifferent date oramount is approved in
writing by HUD.

Such fund, whether in the form of a cash deposit or
invested in obligations of, or fully guaranteed as to
principal by, the United States of America shall atall times
be subject to the control of HUD. Disbursements from
such fund, whether for the purpose of effecting replacz-
ment of structural elements and mechanical equipment of
the project for any other purpose, may be made only aftzr
the consent in writing of HUD. In the event of a default
in the terms of the mortgage, HUD may demand the full
or partial application of the balance in such fund to te
amount due on the mortgage debt.

(b) Mortgagor will deposit the minimum capital investment
with an escrow agent acceptable to HUD purusant to
Regulations.

(c) Within 60 days after the end of each fiscal year, any
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P eesidua receipts realized from the operation of the mort-
gaged property shall he deposited in 2 separate residual
receipts account. Residual receipts shall be under the
control of HUD asid sKall be disbursed only at the discre-
tion of HUD for such purpose as it may determine to be
necessary or aporopriate.

6. Thereal property éovered by the Mortgage and this Agreement
is described in Schedule A awtached hereto.

7. Mortgagor shall not without the written approval of the
Secretary:

(a) Transfer, dispose of or encumber any of the mortgaged
property. . Any such transfer shall be only 10 a person or
piersons or corporation satisfactory to and approved by
HUD. who shall, by legal and valid insgumentin writing,
to be recorded or filed in the same recording office in
which conveyances of the property covered by the Mort-
gage are required to be filed orrecorded, duly assume all
obligations under this Agreement and under the Nate and
Mongage; N

(b) Assign, wansfer, dispase of, or encumber any personal
propenty, including rents or charges, and shall notdisburse
or pay out any funds except as provided herein and in the
Capital Advance Agreement.

(c) Remodel. reconstruct, add to, or demolish any part of the
mortgaged property or subtract from any teal or personal
property of the project;

(d) Payany compénsation ormake any distribution of income
orotherassets to any ofits officers, directors or stockhold-
ers;

(e) Enter into any contract or contracts for supervisory or
managerial services:;

() Requireasa condition of occupancy or leasing of any unit
ar residential space in the project, any consideration or
depositother than a security deposit in an amount equal
to one month’s total tenant payment or $50, whichever is
greater. The family isexpected to pay the security deposit
from its own resources and other available public or
private resources, The Mortgagormay collect the securit v
deposit on an installment basis.

The security deposits must be placed in a segregared
interest-bearing account. A record shall be maintained of
the amount in this account that is attributable 1o ea:h
family in residence in the project. Annually for alf
families, and when computing the amount available for
disbursement, the Mortgagor shall allocate to the family"s
balance, the interest accrued on the balance during the
year. Unless prohibited by State or local law,
theMontgagar may deduct for the family, from the accryed
interest for the year, the administrative cost of computing
the allocation to the family ‘s balance. The amount of the
administrative cost adjusument shall not exceed the ac-
crued interest allocated to the family’s balance for the

10.

1L

—

year. The amount of the segregated, interest-beaniny
dccount maintained hy the Mortgagor must at all tines
cqual the total amount collected from the Faunilies then in
occupancy plus any accrued interest and less ajlowable
administrative cost adjustments. The Mortgagor must
comply with any applicable State and local laws concem-
ing interest payments on security deposits.

The Mortgagor, subjectto State and local law.may use the
family's security deposit balance as reimbursemen: for
any unpaid family contribution or other amount which the
family owes under the lease in accordance with the
Regulations.

(8) Permit the use of the dwelling accommodations of the
project for any purpose except the use which was origi-
nally intended. or permit commercial use greater than that
originally approved by HUD. '

(h) Amend its articles of incorporation or by-laws other than
aspermited ynder the terms of the articles of incorporation
approved by HUD.

- Mortgagor shall maintain the morgaged premuses, accommo-

dations and the grounds and equipment appurtenant thereto. in
good and substandal repair and condition; provided that. in
the event all or any of the buildings covered by the Mongage
shall be destroyed or damaged by fire or other casualty, the
money dertved from any insurance on the property shall be
applied in accordance with the terms of the Mongage.

. Mortgagor shall ot file any petition in bankruptcy or insol-

vency, or for a receiver, or for reorganization or compasition,
or make any assignment for the benefit of creditors or to a
trustee for creditors; or permit an adjudication in bankruptcy.
or insolvency, the taking possession of the mortgaged property
or any part thereof by a receiver, or the seizure and sale of the
mongaged property or any part thereof under judicial process
Or purusant to any power of sale and fail to have such adverse
actions set aside within 45 days.

Mortgagor shall from funds other than project income imme-
diately satisfy orrelease any mechanic’s lien, or any other lien
which attaches to the mortgaged property orany personal prop-
erty used in the operation of the project, and shall dismiss or
have dismissed or vacated any receivership, or petition in
bank-ruptcy or assignment for benefit of creditors. creditors
bill or insolvency proceeding involving the project or the

morngaged propery.

(a). If the Mortgagor has or comes 1o have any nonproject
funds, all income and other funds of the mortgaged project
shall be segregated from any such funds of the Mortgagor
and segregated from any funds of any other corporations
or persons. Income and other funds pledged to the
mongaged project shall be expended only for the purposes
ol the project. ’

(b) Mongagor shall provide for the management of the
project satisfactory to HUD. Any management contract
cntered into by the Monigagor involving the project shail
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contun 4 provision that it shall b:¢ subject 1o tenmination.
without penalty and with or withuyt cause, upon written
request by HUD addressed to the Morigagor and the
management agent.  Upon receipt of such request the
Montgagor shall immediately move to terminate the con-
tract within a period of not more than 60 days and shal
make arrangements satisfactory to HUD for continuing
proper management of the project.

(c) Neither Mortgugornoritsagents shall makeany payments
for services, supplies or materials unless such services are
acvally rendered for the project or such supplies or
materials are delivered to the project and are reasonsbly
necessary for its operation. Payments for such servicesor
materials shall not exceed the amount ordinarily paid for
such services. supplies or materials in the area where the
services are rendered or the supplies or materials fur-
rushed.

(d) The mortgaged property, equipment, buildings. plans.
offices, devices, books. 8pparanis, contracts. records.
documents, and ali otherpapersrelating thereto shall atall
times be maintained in reasonable condition for proper
audit and subject to examination and inspection at any
reasonable time by HUD and its duly authorized agents.
Mortgagor and its successors, assigns or its agents shall
reqain copies of all witten contracts or other instruments
which affect the mortgaged property, all or any of which

may be subject to inspection and examination by HUD or
its duly authorized agents.

(e) The books and accounts of the operations of the mort-
8aged property and of the project shall be kept in accor-
dance with the requirements of HUD.

(f) Within 60 days following the end of each fiscal year HUD
shall be furnished with acomplete annual financial report
based upon an examination of the books and records of
Morigagor prepared in accordance with the requirements
of HUD, certified to be an officer of the Mongagor and,
when required by HUD, prepared and cerified by a
Certified Public Accountant, or other person accepted to
HUD.

(8) Attherequestof HUD, its agents,employees, oratiomeys,
the Mortgagor siiall give specific answers to questions
upon which {if~~mation is desired from time 1o time
relative to the income, assets, liabilities, COnbracts. gpera-
tion, and condition of the property and the stars of the
Mortgage and any other information with respect 10 the
Mortgagor or the mortgaged property and of the project
which may be requested.

(h) Al receipts of the project shall be deposited in the name
of the project in a bank, whose deposits are insured by the
FDIC, Savings Association lasurance Fund, or the Na.
tional Credit Union Share Insurance Fund. Such (unds
shall be withdrawn only in accordance with theprovisions
of this Agreement for expenses of the project. Any person
receiving funds of the project shall immediately deposit

such funds in the pruject bank account and fatling w0 4o
in violation of this Agreement shal hold such tunds in
Urust. Any person receiving prapeny of the projest in
violation of this Agreement shall immediately deliver
such propenty to the project and failing so to do shall hold
such property in trust,

(1) Mongagor shall at all times, if required by the laws of the
jurisdiction, maineain in full force and effect a license 10
operate the project from the State and/or other licening
authonity. Mortgagor shall lease any portion of the project
only on terms approved by HUD.

() Mortgagor shall not collect from lenants or occupants or
prospective tenants or occupants of the projectany admis-
sion fee, founder's fee, life-care fee, or similar payment
pursuant to any agreement, oral or written, whereby the
Mortgagor agrees 1o fumish accommodations or services
in the project to persons makin g such payments.

(k) No officer. director, trustee, member, stockholder nor
authonized representative of the Mongagor except for
management by sponsor or non-profit affiliate, shall have
any financial interest in any conmacnural arrangement
entered o by the Mortgagor in connection with rendi-
tuon of services, the provision of goods or supplies.
management of the project, procurement of the site or
other matters whatsoever.

12. (a) Ifprojectis funded under Section 202 of the Housing Act
of 1959, as amended. Mortgagor will limit public occu-
pancy of the projectto elderly families and individuals as
defined in Section 202 of the Housing Act of 1959, and
applicable HUD Regulations. If project is funded under
Section 811 of the National Affordable Housing Act of
1990, Mongagor will limit public occupancy of the project
to persons with disabilities as defined in Section 811 of the
National Affordable Housing Act of 1990, and applicable
HUD Regulations. The criteria goveming eligibility of
tenants for admission to Section 202 or Section Bll unics
and the conditions of continued occupancy shall be in
accordance with the Project Rental Assistance Contract,

(b) Exceptasprovided in (d) below Mortgagor will make its
dwelling accommodations and services available to eli-
gible occupants at charges established in accordance with
a schedule 1o be approved in writing by HUD. Such
accommodations shall not be rented for a period less than
30days. Commercial facilities, if any . shall be rented only
in accordance with a schedule of charges fixed by the
Mortgagor and approved in writing by HUD. Subleasing
of dwelling accommedations or commercial facilides
shall be permined only upon the terms and conditions
approved by HUD in writing. N

{c) Upon prior wrinen approval by the Secretary. Mortgagor
may charge to and receive from any tenant such amounts
as from time 10 time may be mutually agreed upon

between the tenant and the Mortgagor for any facilities
and/or services which may he furnished by th~ Mourwgagor
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or others 10 such tenant upon request. in addition to the
facilities and services included in the approved Project
Rental Assistance Contract.

mongage.

(d) Apply toany court, State or Federal. for Spectlic perfonn-
ance of this Agreement, for an injunction against any
violation of this Agreement, for the appoinument of a
receiver to take over and operate the property in accor-
dance with the terms of this Agreement, or for such other
relief as may be appropriate, since the injury 10 HUD
arising from a defaul under any of the terms of this
Agreement would be irreparable and the amount of dam-
age would be difficult to ascertain.

(@) Nothing conwined in thig Agreement shall be construed 1o
relieve the Mortgagorof anyobligations under the Project
Rental Assistance Contract,

13. Mortgagor will comply with the provisions of any Federal.
State or local law prohibiting discrimination in housing on the
grounds of race, color. creed, age, sex. handicap. familial
Status or national origin, including Title V1 of the Civil Rights
Act of 1964 (42U.5.C.2000d-1), the Fair Housing Act
(42U.5.C.3601). Section 504 of the Rehabilitation Act of
1973(29U.5.C.794), Age Discrimination Act of
1975(42U.5.C.6101) Executive Orders 11063 and 11246, Section
3 of the Housing and Urban Development Actof 1968, and the
affirmative fair housing marketing requirements ar 24CFR
part 200, subpart M.

(e) Require the Mortgagor to aansfer all of its right title and
- uterest in the project and to all project assets (o a private
nonprofit corporation designated by HUD and, for this
prupose the Mongagor hereby constitutes and appoin(s
HUD its true and lawful attomey-in-fact, with full power
of substitution in the premises. 1o transfer the project and
all project assets 1o the private nonprofic corporation
designated by HUD, if the Mortgagor fails or refuses to

make such a oansfer as required by HUD.

16. (a) Morgagor has executed the Project Rental Assistance
Conmract.  The terms of the Project Rental Assistance
Contract, when executed, shall be incorporated by refer-
ence into this Regulatory Agreement.

14. No litigation seeking the recovery of a sum in excessof $5,000
nor any action for specific perfarmance or other equimble
relief shall be instituted nor shall any claim for a sum in excess
0f $5,000 be setuted or compromised by the Mortgagor unless
prior written consent thereto has been obuained from HUD.
Such consent may be subject to such terms and conditions as

HUD may prescribe. (b) A violation of the Project Rental Assistance Conmract may

be construed 1o constitute a default hereunder in the sole
discretion of HUD.

(€) In the even: said Project Rental Assistance Contract ,
expires or terminates before the expiration or terminaton
of this Agreement. the provisions of this paragraph and
any other reference to said Contract, and to assisted units
contined herein shall be self-cancelling and shall no
longer be effective as of the date of the expiration or
termination of the Project Rental Assistance Contract.

17. As used in this Agreement the term:

(a) “Default™ means a default declared by HUD when a
violation of this Agreementis not corrected (o its satisfac-
tion within the time allowed by this Agreement or such
further time as may be allowed by HUD after writtan

mﬁce?rt*' or a defau]_(te:d irg a _subordinate
mortgage as approv HUD
“Disn-ibudgn'gmeans an?githdmwal 3’; taking of cash or

15. Upon a violation of any of the above provisions of this
Agreement by Mongagor, HUD may give written notice.
thereof, to Mortgagor. by registered or certified mail. ad-
dressed to the address stated in this Agreement, ar such other
address as may subsequen Y. Upon aporopriate written notice
thereof to HUD, be designated by the Mortgagor as its legal
business address. [If such violation is not carrected (o the
satisfaction of HUD within 30 days after the date such notice
is mailed or within such further time as HUD determines is
necessary to correct the violation, without further notice HUD
may declare a Default under this Agreement effective on the
date of such declaration of defaultand such defauit HUD may:

(@) Takepossession of the Project, bring any action necessary
_toenforce any rights of the Mortgagor growing out of the
project operation, and operate the project in accordance
with the terms of this Agreement until sych time as HUD

in its discretion determines that the Mortgagor is again in

a position (o operate the project in accordance with the (b)

(b)

(c)

terms of this Agreement and incompliance with the re-
qQuirements of the Note and Mongage, ar require Power of
Atomey from Mortgagor 1o effectuate transfer of the
project to a HUD approved nonprofit corporation.

Collect all rents and charges in connection with the
operationof the project and use such collections to paythe
Mortgagor’s obligations under this Agreement and under
the Note and Mortgage. and the necessary expenscs of
preserving the property and operating the project.

Declare the whole of said indebtedness immediately due
and payable and then proceed with the foreclosure of the

()

(d)

(e)

other assets of the project other than for payment of
reasanable expenses incident 1o its construction, opera-
tion and maintenance:

“Mongage™ includes “Deed of Trust”, “Chattel Mon-
gage" Declaration of Covenants™ and any other security
for the Note identified herein:

“Mortgaged Property™ includes property. real, personal.
or mixed, covered by the mortgage or mortgages securiny
the note held by HUD;

“Mortgagee” refers to the holder of the mongage identi-
ficd hereln, its successors and assigns;
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(1 "Project™includes the mong:ged property andadl its other
assets or whatsocver situale, used in or owned by the
business conducted on said mortgaged propeny:

(8) "Residual Receipts™ means any cash remaining after;
(1) The Payment of:

(i) All amounts required to be deposited in the
reserve fund for replacements:

(1) All obligations of the praject other than the
mortgage held by HUD unless funds far payment
are ser aside or deferment of payment has been
approved by HUD: and

(2) The segregation of;

() An amount equal to the aggregate of all special
funds required to be maintained by the project;

(i1) All tenant security deposits held.

(h) “Assisted Uni ts” refer to units assisted pursuantto Project
Rental Assistance Contract

(i) “Assistance Contract” refers to a Project Rencal
Assistance Contract berween the Mortgagorand
HUD under Section 202 of the Housing Act of
1959 or between the Mortgagor and HUD under
Section Bli(d)(2) of the National Affordable
Housing Act of 1990.

8. HUD shall nothe Liable for any of its actions hereunder except
for arbitrary and capricious conduct.

19. This instrument shall bind. and the bencfits shall inyra (o, the
respective parties hereto. their legal representatives. execu-
tors, administrators, successors in office or interest. and as-
signs. and all owners of the mortgaged property, so long as the
Mortgage is outstanding.

20. The invalidity of any clause. part or provision of this Agree-
ment shall not affect the validity of the remaining portions
thereof.

1. Mortgagor warrants that it has not, and will not. execute any
other agreement with provisions conmadictory of. or in oppo-
sition to. the provisions hereto, and that, in any event. the
requirements of this Agreementare paramount and conwolling
astotherights and obligations set forthand supersede any other
requirements in conflict therewith,

22. Mongagor does notassume personal liability for pavments due
under the Note and mortgage or for payments (o the reserve for
replacement fund. However. defaults or other failures to
follow program requirements may result in limited denial of
participation or debarment from HUD or other Federal pro-
grams.

23. Mortgagor shall have available necessary equipment or de-
vicesand make reasonable accommodations o meet the needs
of persons with visual and/or hearing impairments in compli-
ance with Section 504 of the Rehabilitation Act of 1973 (29
U.S.C. 794) and 24 CFR Pan 8.

United States of Amenica

Secretary of Housing and Urban Development (Signature) Owner(Signarure)
By (Name) By (Name)

'1
Othcial Tule: Date

Olticial Title: ' Date
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